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The widespread adoption of neoliberal reforms during the past quarter century has had profound implications
for the livelihoods of those who live and work in cities throughout Latin America. This case study of Mérida,
Mexico, builds directly on recent research about the changing nature of work and the role of informality as
a livelihood strategy in Latin America and attempts to explain how place-specific patterns of informal work
emerge from neoliberal reforms and concomitant urban economic restructuring. Drawing on field research
and a large household survey, this article reveals that general patterns of informality coincide with previous
findings from Latin America: high levels of informal work; increased heterogeneity of informality; and
significant mobility, with a large share of workers “opting out” of the formal sector voluntarily. However,
compared with previous research in Mexico, this study shows that informal work is significantly more
pervasive, particularly among women; less likely to be voluntary; and pays considerably less. In light of gender
considerations and significant discrepancies between local patterns of informality and national trends, this
case study casts doubt on recent World Bank encyclicals affirming the resemblance between self-employment
in Mexico and microentrepreneurship in more developed countries. Moreover, the article concludes that
World Bank literature conveniently overlooks the gendered nature of informal work in Latin America and
the profound divergence between the express purposes of neoliberalism and its actual implications. As a
result, World Bank research on informality serves to justify the neoliberal model, rather than improve the
livelihoods of those who live and work in cities throughout Latin America. Key Words: gender, informal
work, Mexico, World Bank.

La adopción generalizada de las reformas neoliberales durante el último cuarto de siglo ha tenido impli-
caciones profundas en la manera de ganarse la vida de aquellos que viven y trabajan en ciudades en toda
América Latina. Este caso práctico de Mérida, México, se basa directamente en investigaciones recientes
sobre la naturaleza cambiante del trabajo y la función de la informalidad como estrategia de sustento en
América Latina, e intenta explicar cómo los patrones de trabajo informal especı́ficos del lugar emergen de
las reformas neoliberales y de la reestructuración económica urbana concomitante. Haciendo uso de inves-
tigaciones de campo y una encuesta familiar de gran tamaño, este artı́culo revela que los patrones generales
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de informalidad coinciden con resultados anteriores obtenidos en América Latina: altos niveles de trabajo
informal; mayor heterogeneidad de la informalidad; y una movilidad significativa, con una gran proporción de
trabajadores retirándose voluntariamente del sector formal. Sin embargo, cuando se compara con investiga-
ciones anteriores realizadas en México, este estudio muestra que el trabajo informal es significativamente más
generalizado, particularmente entre las mujeres; menos probable de ser voluntario; y paga considerablemente
menos. A la luz de las consideraciones de género y de las discrepancias significativas entre patrones locales de
informalidad y las tendencias nacionales, este caso práctico arroja dudas en las encı́clicas del Banco Mundial
que afirman la semejanza entre el trabajo por cuenta propia en México y las microiniciativas empresariales en
paı́ses más desarrollados. Más aún, el artı́culo concluye que la literatura del Banco Mundial convenientemente
ignora la naturaleza basada en el género del trabajo informal en América Latina y la divergencia profunda entre
los propósitos expresos del neoliberalismo y sus implicaciones reales. Como resultado, las investigaciones del
Banco Mundial sobre la informalidad sirven para justificar el modelo neoliberal, en lugar de mejorar la manera
en que se ganan la vida aquellos que viven y trabajan en ciudades de toda América Latina. Palabras clave:
género, trabajo informal, México, Banco Mundial.

D uring the past quarter century, countries
throughout Latin America have adopted

the neoliberal doctrine almost universally, with
profound implications for the livelihoods of
those who live and work in cities (Portes and
Roberts 2005). With respect to employment,
the policies associated with neoliberalism—
privatization, deregulation, and trade liberali-
zation—were expected to eliminate barriers
to economic growth, resulting in job creation
(Jonakin 2006). However, neoliberal reforms
have had two primary consequences: down-
sizing of the state and reduction of traditional
sources of public-sector employment and
creation of more temporary, low-wage, and
unprotected employment (International Labor
Organization 2005; Márquez et al. 2007).
As a consequence, men and women in cities
throughout Latin America have increasingly
turned to informal work as a livelihood strategy
during the past two decades (Freije 2001).

Although the literature generally acknowl-
edges the proliferation of informal work,
increased heterogeneity of informality, and
significant mobility between formal and infor-
mal employment, recent research offers two
contrasting explanations for its prevalence. One
set of literature attributes the high levels of
informal work in Latin America to the ascen-
dance of neoliberalism and a concomitant pro-
cess of economic restructuring, which gathered
momentum during the 1990s. Accordingly,
scholars working in several Latin American
countries (Tardanico 1996; Benerı́a 2001;
Olmedo and Murray 2002; Chant 2004; Portes
and Roberts 2005; Mannon 2006; Whitson
2007) have revealed how neoliberal reforms
transform the nature of work, create more
precarious employment, lower wages, and in-

duce greater numbers of women into the labor
force.

In contrast, a group of studies conducted
largely under the auspices of the World Bank
(Maloney 1999, 2004; Fajnzylber, Maloney,
and Montes Rojas 2006; Packard 2007; Perry
et al. 2007) suggests that one particular form of
informal work—self-employment—represents
a preferred alternative to formal employment.
Purportedly, self-employment offers both em-
ployer and employee tangible benefits, includ-
ing flexibility, job training and entry to the
labor force, opportunity for economic indepen-
dence, potentially better wages, and avoidance
of taxes and inefficient government regulation.
As such, recent World Bank encyclicals high-
light the resemblance of self-employment to
models of voluntary entrepreneurship in more
developed countries and suggest that large
numbers of workers throughout Latin America
opt out of the formal sector of their own voli-
tion (Maloney 2004; Perry et al. 2007).

This article contributes directly to the ongo-
ing debate about the role of informal work as
a livelihood strategy in Latin America. Based
on field research and a survey of nearly 600
households in the city of Mérida, Mexico, the
primary objectives of this study are to iden-
tify the factors contributing to the incidence of
informality and to explain how place-specific
patterns of informal work emerge from ne-
oliberal reforms and urban economic restruc-
turing. As a starting point, I offer a brief
overview of the salient literature on informal
employment in Latin America. In the follow-
ing section, I introduce the case study and dis-
cuss methods used to collect and analyze data
from a large sample of households through-
out the city. Subsequently, I use descriptive and
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inferential statistics to compare characteristics
of work in the study area with previous find-
ings from Mexico and consider the implica-
tions of gender, overlooked in recent World
Bank research, to explain the discrepant pat-
terns of informality in the study area. Finally, I
conclude the article with a discussion of salient
findings and a critique of World Bank policy
recommendations.

Perspectives on Informal

Employment

Informal employment may be defined as
income-generating activities that are not reg-
ulated by the state or subject to established in-
stitutional norms (Portes and Haller 2004). In
recent years, both the academic literature and
policy-oriented research have made an impor-
tant distinction between two kinds of informal-
ity: salaried employment and self-employment
(also called own-account work), which in-
cludes microentrepreneurs who employ other
workers.1 During the past two decades, self-
employment has emerged as the dominant
form of informality in Latin America, account-
ing for 60 percent of informal work (Chen
2007). Regardless of the “type” of informal-
ity, the presence or absence of regulation typ-
ically serves to distinguish between formal and
informal employment.2 Lack of regulation not
only implies that firms are unregistered and un-
taxed but also that workers lack standard labor
protections and benefits.

Traditionally, social scientists have concep-
tualized informal employment from three dis-
tinct perspectives: dualist, neoliberal, and neo-
Marxist approaches. The dualist perspective,
associated with the seminal work of Hart
(1973), views informal employment as a sub-
sistence activity. This initial conceptualization
of informality emerged as cities throughout the
developing world were experiencing unprece-
dented levels of population growth and large-
scale rural-to-urban migration. In the context
of rapid demographic change and structural
poverty, the formal economy is unable to cre-
ate sufficient jobs and informal work serves
as a safety net, absorbing those who lack op-
portunities in the formal sector (Pérez Sáinz
1998). From the dualist perspective, informal
work serves as a means of getting by, a sec-

tor of last resort with low barriers to entry in
terms of skills, capital, and technology (Portes
and Schauffler 1993).

During the 1980s, the neoliberal approach
redefined informality in the guise of self-
employment as a form of resistance, in which
the self-employed are portrayed as dynamic
entrepreneurs struggling to overcome exces-
sive and inefficient government regulation
(Williams and Round 2007). This literature,
most closely associated with de Soto (1989),
provided a justification for the dismantling of
regulatory barriers throughout Latin America
during the past two decades. Purportedly, self-
employment represents efficient market forces
that emerge in spite of mercantilist government
intervention and state oppression. In the con-
text of declining population growth rates, in-
formality is not associated with overwhelming
demographic change or lack of entrepreneurial
initiative, but rather a populist reaction to re-
strictive administrative and legal regulations
(Maldonado 1995).

Neo-Marxist approaches to informality re-
sponded to the neoliberal policies of the 1980s
and 1990s and highlighted the increasingly
dependent nature of informal work and the
functional integration of informal and formal
sectors as part of a single global economic sys-
tem (Castells and Portes 1989). From a neo-
Marxist perspective, informality arises not from
the inability of the formal economy to absorb
workers nor as a stage in the transition from a
“traditional” to a “modern” society (Williams
and Windebank 1998), but rather capital ac-
cumulation and restructuring within the global
economy, which depend on the linkages of the
formal sector with the informal economy. In
the context of a global economic system, sub-
contracting and outsourcing are the primary
means of linking informal employment to the
formal economy (Chen 2007). These forces of
global integration exert downward pressure on
wages and, coupled with deregulation, liber-
alization, and privatization, result in the ero-
sion of incomes, social services, and benefits,
leaving many workers with no alternative but
to create their own jobs (Klein and Tokman
2000).

Neo-Marxist scholars also noted the in-
creasing heterogeneity of informality (Castells
and Portes 1989) and, building on dualist and
neoliberal approaches, grouped employment
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into three categories—subsistence, subordi-
nate, and autonomous (Portes and Schauffler
1993). Subsistence employment corresponds to
the traditional definition of informality as a
marginal activity in which survival, rather than
capital accumulation, is the main goal. Au-
tonomous informal work, as idealized by de
Soto, presupposes greater levels of education,
entrepreneurship, and capital investment and
offers potential earnings above those in the for-
mal economy. Neo-Marxist scholars expanded
the conceptualization of informality by identi-
fying subordinate informal employment, linked
directly to production and consumption in the
formal sector and, ultimately, the global eco-
nomic system (Portes and Schauffler 1993).

Neoliberalism, Urban Economic
Restructuring, and Informality
Neo-Marxist approaches have proved particu-
larly useful in conceptualizing patterns of in-
formal work in Latin America as part of a pro-
cess of economic restructuring, concentrated
primarily in urban areas, arising from the shift
away from import substitution industrialization
(ISI) policies and the ascendance of the current
neoliberal model. Import substitution, from the
1940s into the 1980s, roughly corresponded
with the period of rapid population growth,
high rates of rural-to-urban migration, and
massive demographic shifts in cities through-
out Latin America. The strategy concentrated
manufacturing in major urban areas and created
a significant unionized, industrial working class
alongside an emerging middle class of profes-
sional and government employees (Portes and
Roberts 2005). Although informality remained
a pervasive livelihood strategy during the ISI
period due to rapid demographic change, ex-
pansion of manufacturing and public-sector
employment reduced the relative importance
of informal employment (Roberts 2005).

The imposition of the neoliberal doctrine,
starting in the 1980s, has had important rami-
fications for quality of life in Latin American
cities (Portes and Roberts 2005). Policies of
liberalization, privatization, and deregulation
have impelled regions into closer engagement
with the global economy, with profound con-
sequences for social and economic organiza-
tion in cities (Roberts 2005). Among the most
salient impacts are deindustrialization and the
reorganization and relocation of production

and consumption activities (Portes and Roberts
2005), which have transformed the nature of
work and exacerbated polarization in occu-
pational structure and income (Sassen 1994;
Aguilar 1997).

Scholars working throughout Latin America
have confirmed the implications of neolib-
eralism, including reduction in public-sector
employment (Cross 1998), outsourcing and
subcontracting (Pérez Sáinz 1998), emergence
of more precarious “flexible” employment
(Olmedo and Murray 2002; Whitson 2007),
increased participation of women in the work-
force (Chant 1994; Benerı́a 2001), and higher
rates of underemployment and unemployment
(Aguilar 1997; Roberts 2005). Research also re-
veals that coupled with periodic financial crises
during the past two decades and perennially
low wages, the prevailing economic model has
failed to generate sufficient formal employ-
ment to keep pace with growth of the labor
force (Klein and Tokman 2000) and informal
work accounted for 80 percent of job creation
during the 1980s and 1990s (Tokman 2001).
Not surprisingly, some workers also reject the
low pay and harsh work of the formal sector
for informal employment, making informal-
ity a “refuge against the depredations of the
free market” (Portes 1997, 249). As a conse-
quence, an increasingly heterogeneous pool of
workers resorts to informal salaried work and
self-employment for their livelihoods (Aguilar
1997; Whitson 2007), although informality re-
mains most prevalent among the most vulner-
able segments of society (Theodore 2006).

As the increased participation of women in
the workforce suggests, many of the transfor-
mations wrought by neoliberalism are gendered
(Benerı́a 2001). Confronted with cutbacks in
public-sector employment and fewer job op-
portunities and lower wages for men, women
frequently enter the workforce as part of a di-
versification strategy to supplement household
incomes (Martin 1996; Benerı́a 2001; Mannon
2006). Research from several Latin American
countries reveals a “bimodal” pattern of growth
in female employment, with large numbers of
typically older, less educated women resorting
to informal and precarious work and younger,
better educated women occupying manage-
rial and more skilled positions in the formal
sector (Chant 1994, 2004; Tardanico 1996;
Benerı́a 2001). Although women with family
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obligations are more likely to opt for informal
home-based work that coincides with house-
hold roles (Williams and Windebank 1998;
Mannon 2006), participation in the workforce
may serve to overturn previous gender norms,
increase autonomy, and expand involvement
in household decision-making (Chant 2004).
However, notwithstanding the benefits of labor
market participation, gains in female employ-
ment have been greatest in the informal sector
and women remain relegated to low-status jobs
(Márquez et al. 2007).

The World Bank and the Remaking
of Informality
During the past decade, researchers associated
primarily with the World Bank have offered
an alternative perspective on the persistence
and proliferation of informal work throughout
Latin America. Maloney (1999, 2004), working
initially with detailed data from Mexico,3 has
presented evidence that one particular form of
informality, self-employment, offers a host of
purported advantages for both workers and em-
ployers, including flexible hours, job training
and entry to the labor force, opportunity for
economic independence and better wages, and
avoidance of taxes and inefficient government
regulation. As a consequence, workers purport-
edly opt out of the formal sector voluntar-
ily for self-employment (Fajnzylber, Maloney,
and Montes Rojas 2006). Based on these find-
ings, Maloney (2004, 1159) concludes that
self-employment in Mexico serves as the “un-
regulated developing country analogue of the
voluntary entrepreneurial small firm sector”
in more developed countries. Given the pur-
ported “similarity” between self-employment
and small business ownership, Maloney affirms
that policy frameworks from developed coun-
tries may serve to make recommendations with
respect to microentrepreneurship in Mexico
(Maloney 2004).

In recent years, colleagues at the World
Bank have extended Maloney’s research on
informal work in Mexico to other parts of Latin
America (Fajnzylber, Maloney, and Montes
Rojas 2006; Packard 2007). A recent publica-
tion, Informality: Exit and Exclusion (Perry et al.
2007), offers perhaps the most comprehensive
view of informal work from the perspective
of the World Bank. In general, Perry and

colleagues confirm many of Maloney’s earlier
findings: significant mobility between formal
and own-account work throughout Latin
America, with the majority of workers opting
for self-employment of their own volition.
However, they present a dualistic view of
informality, in which self-employment repre-
sents a voluntary “exit” strategy and informal
salaried work is associated with “exclusion”
from formal-sector employment.

Like neo-Marxist perspectives, the World
Bank literature recognizes the basic reality of
informality in Latin America: the prolifera-
tion of informal work, with the emergence
of self-employment as the dominant form of
informality; increased heterogeneity of infor-
mal employment; and significant movement of
workers between formal and informal sectors.
However, neo-Marxist and World Bank litera-
tures attribute these patterns to distinct causal
forces. As the latest incarnation of the neolib-
eral perspective, World Bank research views
self-employment as the voluntary, intrinsic, and
universal preference of workers who respond
rationally to the potential for greater earnings
and a host of benefits not found in the formal
sector. In contrast, neo-Marxist perspectives as-
cribe the prevalence of informality to neoliberal
policies, which have introduced more flexible
forms of employment (probationary employ-
ment, short-term contracts, and limited ben-
efits), eroded wages and the quality of work,
and made the distinction between formal and
informal activities increasingly irrelevant.

Case Study: Informal Work in Mérida,

Mexico

As the previous section notes, recent research
has generated a number of provocative insights
into the changing nature of work and infor-
mal employment in Latin America. The follow-
ing case study, based on a large, representative
sample of households in Mérida, Mexico, en-
gages the existing research and aims to enhance
understanding of informality in several ways.
Because economic structure and the character-
istics of employment vary greatly from place
to place, a large, single-location survey facil-
itates inferences about place-specific patterns
of informal employment. Furthermore, it is
also possible to compare characteristics of in-
formal work in the study area with general
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trends throughout Mexico and the rest of Latin
America. Although a large-scale survey does
not offer the same level of detail as a quali-
tative research design, a representative sample
captures variation in the characteristics of the
workforce more completely and allows for sta-
tistical analysis of patterns of formal and infor-
mal employment.

Study Area
Mérida, the largest city in Mexico’s Yucatán
Peninsula, is the commercial hub for much of
southern and southeastern Mexico. The city ac-
counts for more than 40 percent of the pop-
ulation of the state of Yucatán, more than 60
percent of employment in the formal economy,
and more than two-thirds of gross state prod-
uct (Organization for Economic Cooperation
and Development [OECD] 2007). According
to Mexico̧’s Consejo Nacional de Población
(2005), Yucatán is one of twelve states charac-
terized by high levels of marginality (a combi-
nation of low incomes, poor levels of education,
and inadequate housing). However, due to the
concentration of political and economic power
in Mérida, quality of life is relatively high, with
a human development index (0.833) compara-
ble to that of Costa Rica (Consejo Nacional de
Poblacion 2001).

Mérida’s economy is largely service based.
Key sectors include wholesale and retail trade,
construction, personal and professional ser-
vices, and maquiladora (clothing and apparel)
production, which represent more than 40 per-
cent of total employment (OECD 2007). Al-
though official unemployment rates are gener-
ally low, the quality of formal employment in
Mérida is relatively poor, as 37 percent of work-
ers earn less than forty-five pesos daily and 60
percent of jobs pay less than two salarios mı́nimos
(Instituto Nacional de Estadı́stica, Geografı́a
e Informática [INEGI] 2007). To supplement
family incomes, greater numbers of women
have sought work and the female labor force
participation rate rose from 27 percent in 1990
to about 46 percent in 2007 (INEGI 2007). As
a result, combined with demographic shifts and
high levels of in-migration, the city’s economi-
cally active population has expanded more than
40 percent since 2000 (INEGI 2007). Formal
employment, however, has absorbed only one-
third of the workers entering the labor force

during this period (INEGI 2007), providing an
indication of the role of informal salaried work
and self-employment as a livelihood strategy in
the study area.

Data Collection and Methods
The data for this study were collected during
June and July 2006 by means of a stratified sys-
tematic sample of 589 households throughout
Mérida (Figure 1). The sample was obtained
by randomly selecting 10 percent of the 302
áreas geoestadı́sticas básicas (AGEBs, equivalent
to U.S. census tracts) throughout the city. Un-
der the premise that households in a given tract
are “similar,” a systematic sample was carried
out in which one household was surveyed per
block and each AGEB was sampled roughly in
proportion to its population. Although sample
data are broadly representative of the popula-
tion of the study area as a whole, data collec-
tion procedures resulted in overrepresentation
of female respondents.4 To compensate for po-
tential bias, the sample was weighted propor-
tionally by gender to reflect the distribution of
men and women of working age in the study
area (de Vaus 2001).

Six two-person teams formed by ten under-
graduate researchers, a graduate student as-
sistant, and a supervising professor collected
data. After obtaining informed consent, re-
search teams carried out an extensive survey
focusing on personal background and house-
hold information, employment status, income
and benefits, and a detailed work history. Data
collection yielded 589 surveys; however, in an
effort to facilitate comparison with previous
research from Mexico, analysis here is lim-
ited to adults between the ages of 18 and
65, which results in a total sample of 523
respondents.5

In the following analysis, I employ an ar-
ray of descriptive and inferential statistics to
characterize employment in the study area.
With respect to informality, I distinguish be-
tween informal salaried employees and the self-
employed (own-account workers), who work
informally. Subsequently, I compare the char-
acteristics of informal employment in Mérida
with findings from previous World Bank re-
search in Mexico. Finally, I consider the impli-
cations of gender on patterns of informality and
attempt to explain some discrepancies between
this case study and prior research.
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Figure 1 Map of study area and survey locations. AGEBs = áreas geoestadı́sticas básicas.

Labor Force Characteristics and Informality
Overall, more than 20 percent of the working-
age population in Mérida remains outside the
labor force—neither wanting to work nor ac-
tively seeking employment (Table 1). Unem-
ployment, however, is relatively limited, affect-
ing about 5 percent of the population. Among
those working, the formal economy provides
only 40 percent of total employment in the
study area. Consequently, when compared with
previous findings from Mexico (Maloney 2004),
these data show that informal work is substan-

tially more pervasive in Mérida (accounting for
nearly six out of every ten jobs) than in the
country as a whole. In light of the increas-
ingly tenuous nature of work and low wages in
Mexico, Table 1 also captures the importance
of “employment diversification” as a livelihood
strategy, as more than 10 percent of workers
held informal salaried or formal-sector jobs in
addition to self-employment.

In the case of Mérida, significant differences
exist in the characteristics of formal and in-
formal employment. On the one hand, those

Table 1 General characteristics of labor force

% % Median Hours Pesos/hr
Status n Age Education Total Employed income (median) (median)

Out of labor force 108 37.6 8.9 20.7
Unemployed 28 29.8 9.6 5.4
Formal 138 36.6 12.6 26.4 35.7 $5,000 44.8 33.2
Informal 43 34.5 11.1 8.2 11.1 $2,180 40.0 11.9
Self-employed 166 39.6 9.9 31.7 42.9 $2,000 35.0 18.6
Self/formal 21 36.5 13.4 4.0 5.4 $5,436 59.8 20.0
Self/informal 19 43.8 9.1 3.6 4.9 $4,222 56.0 14.2

Note: All monetary values are in Mexican pesos.
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Table 2 Statistical analysis of monthly income and hourly wage by employment status

Formal Informal Self-employed Self/informal

Informal –6.209*/–5.311*
Self-employed –9.382*/–4.854* –0.067/–1.945**
Self/informal –2.009*/–4.222* –2.464*/–0.363 –3.031*/–1.276
Self/formal –0.481/–1.979* –4.606*/–2.611* –5.494*/–1.336 –2.003∗/–2.568*

Note: Values correspond to z-statistic results derived from Mann–Whitney U tests.
∗Statistically significant at 95 percent confidence level.
∗∗Statistically significant at 90 percent confidence level.

employed in the formal sector average about
three years more education than the popula-
tion in general. In addition, formal employment
provides the greatest monthly income, as well
as the highest hourly wage (Table 2).6 Infor-
mal salaried work and self-employment, on the
other hand, generally offer the lowest monthly
and hourly income to workers. However, some
heterogeneity exists with respect to earnings;
for example, 12 percent of informal workers
earn more than the average formal-sector wage.

Although monthly earnings among the
self-employed are comparable with informal
salaried employment, own-account workers
earn significantly more on an hourly basis. In
the case of formal-sector workers who supple-
ment their incomes through self-employment,
monthly incomes are not significantly greater
and hourly wages are significantly inferior to
formal-sector earnings. In contrast, informal
salaried workers who resort to self-employment
do experience a significant increase in their
monthly incomes. However, no significant dif-
ferences exist in their hourly wages; any gain in
standard of living is due entirely to expansion
of hours worked.

In terms of mobility, this study largely
confirms World Bank findings from Mex-
ico (Table 3). Over a three-year period,
approximately 45 percent of respondents
experienced a change in employment status.

Self-employment absorbed the greatest share
of the working population in Mérida, account-
ing for nearly 40 percent of job moves (68 of
171 respondents changing employment sec-
tor). Informal salaried work provided about 16
percent of jobs and the formal sector absorbed
the remaining share (15 percent). The large
segment of the population that changed em-
ployment status, including those who left the
labor force or moved into unemployment, hints
at the growing precariousness of work. Overall,
these patterns support the findings of Maloney
and colleagues, as the share of workers moving
from formal work to self-employment exceeds
the share remaining in formal employment.

Characteristics of Self-Employment
Prior research in Mexico suggests that more
than 60 percent of mobility from the for-
mal sector to self-employment is voluntary
(Maloney 1999). The preference for self-
employment is somewhat less pronounced in
Mérida, however, as only 51 percent of respon-
dents opted for own-account work voluntarily
(Table 4). Among workers leaving the formal
sector during the previous three years, 50 per-
cent entered self-employment of their own vo-
lition. Most commonly, own-account workers
cited personal preference (27 percent) or a de-
sire to start their own businesses (13 percent)

Table 3 Employment mobility over thirty-six months

Out of labor force of Self-

From
∖

To or unemployed Formal Informal employed Total

Out of labor force 27 13 12 28 80
or unemployed

Formal 25 22 8 26 81
Informal 15 5 3 14 37
Self-employed 10 7 8 8 33
Total 77 47 31 76 231
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Table 4 Motives for self-employment

Three years Four to ten More than
Motive or less years ten years Total

Involuntary Economic necessity 22 18 13 53
Family reasons 9 6 4 19
Health problems 0 2 0 2
Supplement income 5 1 2 8

Voluntary Own business, independence 13 5 3 21
Personal preference 15 12 17 44
Improve quality of life (earn more) 7 2 5 14
Flexibility 1 2 2 5
Percent voluntary 50% 44% 57% 51%

as their primary motivation for voluntary self-
employment. Nearly half of respondents, how-
ever, turned to self-employment involuntarily,
often due to economic necessity (32 percent) or
family reasons (11 percent).

In spite of generally low wages, own-account
work appears to be a long-term livelihood
strategy for a significant share of the popula-
tion (Table 5). Although self-employment in
Mérida is frequently home-based work, rely-
ing on unpaid family labor, a surprising share
of own-account workers reported using paid
labor. Previous research from Mexico sug-
gests that workers opting for self-employment
voluntarily enjoy higher standards of living
(Maloney 1999, 2004). By the same token,
workers abandoning the formal sector (where
average wages are greater) for self-employment
might be expected to earn more than the av-
erage own-account worker. However, in the
case of Mérida, only modest differences exist in
wages based on motives and mobility (Table 6).
In general, those entering self-employment
voluntarily do earn somewhat more than re-

Table 5 Characteristics of self-employment

Characteristic Value

Average time self-employed
(median)

4 years

Percent home-based 54.5%
Percent earning less than one

minimum salary
30.3%

Percent using unpaid family
labor

26.4%

Percent using paid labor
(including family)

45.5%

Percent with other
employment

24.1%

Note: Values are in Mexican pesos.

spondents working involuntarily and hourly
wages are significantly greater. In addition,
the monthly income of workers moving from
the formal sector to self-employment exceeds
that of own-account workers who were pre-
viously unemployed, outside the labor force,
or working informally (Table 7). No statisti-
cally significant differences exist, however, in
hourly wages. Notwithstanding these minor
differences, the “quality” of self-employment
in the study area, at least in terms of remu-
neration, remains decidedly inferior to for-
mal employment regardless of motives or
mobility.

Parsing Informality: Gender and
Self-Employment
Although patterns of mobility are similar, the
characteristics of self-employment in Mérida
do not coincide closely with previous findings
from World Bank research in Mexico. In gen-
eral, self-employment in Mérida is significantly
more pervasive, less likely to be voluntary,
and paid considerably less. Clearly, differences
in data and methodology account for some

Table 6 Voluntary versus involuntary
self-employment

Mann–
Whitney

Variable Voluntary Involuntary U

Age 39.5 39.7 −0.160
Education 10.4 9.4 −1.591
Median income $2,400 $2,000 −2.292∗
Hours/week 35.7 33.4 −0.461
Pesos/hour $20.1 $15.8 −2.595∗
N 84 82

*Statistically significant at 95 percent confidence level.
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Table 7 Mobility and earnings in
self-employment

Previous status Median income Hourly wage

Out of labor force $1,765 $21.30
Formal $2,500 $16.90
Informal $2,000 $18.50
Self-employment $1,367 $14.60

Note: Values are in Mexican pesos.

of these inconsistencies. Prior studies have
drawn inferences at the national level based on
secondary data from major cities throughout
Mexico. As a consequence, it is hardly sur-
prising that characteristics of informal work in
Mérida vary somewhat from national trends.
However, a second methodological issue, the
failure to account for the influence of gender on
patterns of informal work, has potential impli-
cations for the validity of World Bank research
in Mexico and suggests that resulting inferences
and policy recommendations may be biased.7

When employment characteristics are parsed
according to gender, significant differences
abound (Table 8). Not surprisingly, women
are much more likely to remain outside the la-
bor force or unemployed. In addition, informal
salaried work and self-employment account for
more than two-thirds of employment among
women. By comparison, roughly 50 percent of
men worked in the formal sector. With respect
to self-employment, many of these gender dif-
ferences are statistically significant (Table 9).8
For example, male self-employed workers have
higher levels of education and earn signifi-
cantly more than women on both a monthly
and hourly basis. In general, self-employment
represents a full-time job for the majority of
male respondents, who average more than forty
hours per week. Women, on the other hand,

Table 8 Gender and labor force characteristics

Women Men

Status Total Employed Total Employed

Out of labor force 35.1% 5.1%
Unemployed 5.8% 4.4%
Formal 16.7% 28.2% 37.3% 41.3%
Informal 7.7% 13.0% 8.9% 9.8%
Self-employment 32.3% 54.6% 31.0% 34.3%
Self/informal employment 1.6% 2.8% 5.7% 6.3%
Self/formal employment 0.8% 1.4% 7.6% 8.4%

Table 9 Gender and characteristics of
self-employment

Mann–Whitney
Variable Men Women U

Age (years) 40.1 38.5 –0.974
Education

(years)
11.2 8.7 –3.169*

Median
income (pe-
sos/month)

$3,800 $1,080 –5.876*

Hours (weekly) 42.6 27.5 –3.732*
Median hourly

wage (pesos)
$23.3 $11.6 –2.694*

∗Statistically significant at 95 percent confidence level.

work significantly fewer hours, indicating that
self-employment may provide desired flexibil-
ity or serve primarily to supplement household
incomes.

Notwithstanding the prospects for flexibil-
ity, women are also substantially more likely
to resort to self-employment involuntarily
(Table 10). In particular, 50 percent of women
identify economic necessity or family reasons
as important motives for self-employment. In
line with Maloney (1999), more than 60 percent
of male own-account workers opted for self-
employment voluntarily. In general, the desire
for economic independence and personal pref-
erence were the primary reasons cited by men.

To some degree, the wage gap between
male and female own-account workers stems
from gender-specific occupational patterns
(Table 11). Although sales and petty commerce
employ a large share of both men and women,
female workers are prevalent in low-wage,
labor-intensive occupations such as domes-
tic work, piecework, and clothing production.
Men, on the other hand, are more likely
to work in blue-collar trades (construction,
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Table 10 Gender and motives for
self-employment

Motive Women Men

Involuntary
Economic necessity 33.9% 28.6%
Family reasons 16.1% 6.1%
Health problems 0.8% 2.0%
Supplement income 9.3% 0.0%

Voluntary
Own business, independence 4.2% 22.4%
Personal preference 26.3% 26.5%
Improve quality of life (earn more) 5.1% 12.2%
Flexibility 4.2% 2.0%

carpentry, repair services) or technical and pro-
fessional positions. In terms of education, skills,
and income, occupational diversity in Mérida
largely coincides with the heterogeneity sug-
gested by neo-Marxist and neoliberal litera-
tures and previous studies in Mexico. Notwith-
standing this diversity, more than 80 percent
of self-employed men and women in the study
area work in a relatively limited range of
occupations.

As already suggested, gender plays a signif-
icant role in accounting for the incidence and
characteristics of self-employment in Mérida.
In general, women are substantially more likely
to resort to self-employment. Furthermore,
self-employed women work considerably fewer
hours, earn significantly lower wages, and are
less likely to enter self-employment voluntar-
ily. To an extent, gender considerations help to
explain some of the discrepancies between this
case study and previous research. However, the
validity of the comparison of self-employment
in Mexico with microentrepreneurship in
developed countries hinges on another factor:
the use of paid and unpaid labor (Fajnzylber,
Maloney, and Montes Rojas 2006).

Indeed, when gender, motives, and use
of paid and unpaid labor are considered,

Table 11 Self-employment and most common occupations by gender

Hourly wage Hourly wage
Women % (median) Men % (median)

Sales/commerce 46.6 $16.6 Skilled and semiskilled trades 32.7 $20.7
Domestic work 18.6 $ 9.6 Sales/commerce 20.4 $11.1
Clothing production/sewing 12.7 $11.6 Technical/design/engineering 14.3 $57.8
Food preparation 5.9 $25.8 Arts 6.1 $47.6
Personal services 4.2 $27.1 Food preparation 4.1 $29.1

Note: Values are in Mexican pesos.

Table 12 Voluntary self-employment and
gender

Variable Men Women

% employing at least one worker 67.3 35.6
Age (years) 38.5 39.0
Education (years) 12.0 9.9
Median income (pesos/month) $4,000 $2,000
Hours (weekly) 40.8 41.7
Average hourly wage (pesos) $31.2 $13.0

self-employment in Mérida more closely ap-
proximates the characteristics of autonomous
informal work idealized by de Soto and pro-
moted in recent World Bank publications
(Table 12). For example, among male microen-
trepreneurs who enter self-employment volun-
tarily and employ at least one worker, levels of
education, hours, and wages are roughly com-
parable with those found in the formal sector
(and differences are not statistically significant).
Although self-employed women who use paid
and unpaid labor also earn more than women
who work by themselves, wages are generally
considerably inferior to earnings in formal
employment. Consequently, given the preva-
lence of own-account work among women,
only a relatively small share (approximately
15 percent) of those who resort to self-
employment in Mérida—men who employ at
least one worker—can justifiably be compared
with small-business owners in more developed
countries.

Informal Work: Getting By or Getting

Ahead?

In the case of Mérida, informal salaried work
and self-employment serve as a livelihood
strategy for a significant share of the pop-
ulation and patterns of informality generally
coincide with previous findings from Latin
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America: proliferation of self-employment, in-
creased heterogeneity of informality, and sig-
nificant mobility, with a large share of work-
ers opting out of the formal sector of their
own volition. Undoubtedly, as suggested by
both neo-Marxist and World Bank literatures,
some own-account workers earn decent wages
and choose to trade the traditional benefits of
formal employment for the perceived advan-
tages of self-employment. Additionally, other
self-employed workers appear willing to accept
lower earnings to avoid the exigencies of formal
employment. However, the case study suggests
that only a distinct minority of own-account
workers in Mérida—primarily male microen-
trepreneurs employing at least one worker—
are engaged in autonomous informal work.

Although the prevalence of informality in
the study area is explained, to some extent,
by a preference for the tangible and intangi-
ble benefits of self-employment, own-account
work is significantly more pervasive, particu-
larly among women, less likely to be volun-
tary, and paid considerably less. Indeed, the
pervasiveness of own-account work despite in-
ferior wages, coupled with greater labor-force
participation among women and the contin-
ual “churning” of both men and women in
and out of the workforce, indicates that self-
employment forms part of a broader livelihood
strategy in which households, irrespective of
their socioeconomic status, expand the num-
ber of family members in the labor market to
diversify sources of income (Chant 2004). Ac-
cordingly, the case study confirms the gendered
nature of informal work, as women enter the
workforce to supplement household incomes.
Employment patterns, however, largely coin-
cide with the “bimodal” distribution identified
by other scholars, in which women working in
the formal sector are significantly younger (by
two years), more educated (by four years), and
better paid (nearly double). In addition, labor-
force participation rates among women in the
study area (nearly 65 percent) greatly exceed of-
ficial estimates, supporting Chen’s (2001) asser-
tion that government statistics underestimate
female employment because much home-based
work (self-employment) is not counted.

Given these findings, this case study largely
reinforces neo-Marxist theoretical perspec-
tives, which attribute the proliferation of in-
formality throughout Latin America to the

changing nature of work within the context of
neoliberalism, urban economic restructuring,
and the concomitant erosion of job security,
incomes, and benefits. As the case of Mérida
reveals, high levels of informal work and
self-employment do not reflect an intrin-
sic preference for microentrepreneurship, but
rather a livelihood strategy that allows house-
holds to cope with the vagaries of neoliberalized
labor markets in which work is poorly remuner-
ated and precarious, rather than scarce.

The World Bank literature, in contrast, en-
visions self-employment as a voluntary choice
and intrinsic preference of workers who re-
spond rationally to the potential for greater
earnings and a host of benefits not found
in the formal sector. However, the pervasive
low wages, prevalence of involuntary motives,
and heterogeneity of own-account work in
the study area contradict World Bank claims.
Consequently, this case study casts consid-
erable doubt on the purported resemblance
between self-employment in Mexico and mi-
croentrepreneurship in more developed coun-
tries and suggests that the policy recom-
mendations of the World Bank should be
treated with skepticism. Moreover, by ignor-
ing the gendered nature of informal work,
the World Bank literature displays a profound
bias in that it associates one idealized form
of informality—male self-employment—with
virtues such as free enterprise, efficient labor
markets, economic dynamism, and prosper-
ity (Jonakin 2006). This definition contrasts
markedly with the stereotype of informal work
as female work, which emerged during the ini-
tial stages of the neoliberal experiment (Scott
1995). Given the proliferation of informal-
ity throughout Latin America during the past
quarter century and the consolidation of ne-
oliberalism as the mainstream discourse shap-
ing economic policy (Tickell and Peck 2003),
the World Bank literature attempts to redefine
informal work as a virtue by excluding women
and promoting the masculinist ideal of the male
microentrepreneur.

Ultimately, World Bank research ac-
knowledges the basic patterns of informal
work throughout Latin America. However,
by portraying the most prevalent form of
informality—self-employment—as a universal,
masculinist virtue analogous to entrepreneur-
ship and economic independence in more
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developed countries, the World Bank literature
conveniently overlooks the gendered nature of
informal work in Latin America and the pro-
found divergence between the express purposes
of neoliberalism and its actual implications. As
a result, World Bank research on informality
serves to justify the neoliberal model, rather
than improve the livelihoods of those who live
and work in cities throughout Latin America. �

Notes

1 Self-employment is not, by definition, informal
work. However, self-employed workers whose ac-
tivities are unregistered, untaxed, or otherwise
unregulated are typically classified as informal.
Accordingly, more than 90 percent of self-
employment in the study area qualifies as in-
formal work. For the purposes of this study,
self-employment that complies with government
regulations has been classified as formal employ-
ment and “self-employment” refers solely to infor-
mal (unregulated) activities.

2 In recent decades, research on informal work has
shifted away from the firm or enterprise as the unit
of study to the social relations within which work
takes place. As a result, the definition of informal-
ity has evolved from the size of the establishment
(as a proxy for technology and ultimately “formal-
ity”) to compliance with employment regulations
and access to required legal benefits and worker
protections (social security, health care, etc.). For
more information, consult Chen (2007).

3 In papers by Maloney and colleagues, it is unclear if
data from sixteen cities throughout Mexico include
Mérida, the study area in this article.

4 Research teams generally collected data daily be-
tween 9:00 a.m. and 9:00 p.m., which overrepre-
sents women because men are more likely to be
economically active and away from home during
those hours. Overall, women make up about 53
percent of the population aged fifteen years and
older in Mérida and approximately two-thirds of
the respondents to the survey.

5 Maloney and colleagues analyzed male workers be-
tween fifteen and sixty-five years of age. Data col-
lection for the purposes of this study was limited to
adults eighteen years of age or older due to human
participants concerns. Among economically active
respondents over the age of sixty-four, 85 percent
were working informally.

6 All monetary values are in Mexican pesos. The ex-
change rate at the time of data collection was ap-
proximately eleven pesos per U.S. dollar.

7 As mentioned earlier, Maloney and colleagues limit
their analysis to male workers. In a recent paper
(Fajnzylber, Maloney, and Montes Rojas, 2006),

they indicate that their ongoing research sug-
gests “some differences in the dynamics of female-
headed microenterprises.”

8 Although not shown in this article, multiple
regression reveals that education is the most im-
portant variable in explaining income differences
among workers in Mérida. In general, a one-year
increase in education results in a 10.5 percent
increase in income. However, holding education
constant, dummy variables for gender (–0.649)
and self-employment (–0.353) are also statistically
significant.
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